Agricultural Outlook/November 1997

Economic Research Service/USDA 31

Special Article

i <
[o}
o
O
X
9
[0}
o
o
w

State Trading Enterprises:
Their Role As Importers

r many countries, the creation of a central agency, or

achievement of government policies such as assurance of a

dant, low-cost food supplies and stable farm prices. Most dis

sions of STE’s involve the export marketing boards, e.g., the
Canadian Wheat Board, that stabilize and support farm price
by encouraging trade expansion. But the import STE's that ¢
control or restrict trade are important as well, and often have
considerable power to control access to domestic markets. |
addition, in periods of bountiful supplies these STE’s may als
export agricultural commodities to support domestic farm pri

Under the Agreement on Agriculture in the Uruguay Round @

multilateral trade negotiations (completed in 1994), participati

countries agreed to increase access to their markets by con
ing quotas and other quantitative import restrictions to tariffs
subsequently reducing the tariffs over several years. Recogn
the importance of STE’s in controlling access to import mark
the Agreement on Agriculture explicitly prohibits countries frg

reverting to non-tariff restrictions, including “non-tariff measur:

maintained through state trading enterprises.”

WTO member-countries also committed to reducing their suj
port for agricultural producers. However, trading partners ha
expressed concern that lack of transparency in the operatior
STE importers makes it difficult to determine whether STE
importers actually restrict trade, and the extent to which they
subsidize domestic agricultural producers.
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Reviewing the classification scheme for importer STEsclas-
sification scheme which compares and contrasts the chief char-
acteristics of STE importers provides some indication of an
STE'’s potential to distort trade. This framework was previously
applied to STE exporter&\Q June 1997).

Ownership regim@rovides insights into the objectives of an

STE, its reasons for existence, its management, and its financial
linkages to the national treasury. Most STE importers are gov-
ernment agencies or corporations that were established to sup-
port and stabilize domestic consumer and/or producer prices.
Some STE importers, such as Japan’s Food Agency, contribute
“monopoly rents"—i.e., profits that result from buying on inter-
national markets at world prices and selling at much higher
prices in tightly controlled domestic markets—to their national
treasuries. Import revenues gained by STE’s may be transferred
to other agricultural agencies to support domestic farm prices or
subsidize consumer prices. Government funding may provide
insurance against risk for STE importers.

The product regime—i.e., range of products covered—defines an
STE'’s ability to differentiate its products and regulate the use of
substitutes. Some STE importers control trade in only one com-
modity, while others control trade in a variety of commodities
and their semi-processed products. If an STE imports a variety
of commodities and their processed products, it has more poten-
tial to affect market access opportunities.

Market regimeefers to an STE’s control of exports, imports,
\tg%mestic procurement, and domestic marketing. If an STE con-
D
FtUrading enterprise (STE), to handle domestic procurement
and to plan import needs is perceived as essential to th

s all four of these activities, its potential to distort trade is

STE’s & the WTO

STE'’s have been in existence for several decades. The
General Agreement on Tariffs and Trade (GATT), the body
of international law which preceded the World Trade
Organization (WTO) in regulating global trade in goods and
services, recognizes STE’s as legitimate participants in inter-
national trade but establishes guidelines on their behavior,
contained in Article XVII of GATT 1947. These guidelines
require STE’s to conduct their export or import trading
activities according to the principles of nondiscriminatory
treatment.

The Uruguay Round (UR) of multilateral trade negotiations,
conducted under the auspices of the GATT, was completed in
1994. Article XVII was incorporated into the GATT of 1994.
The UR'’s “Understanding on Article XVII” added a working
definition of STE’s to guide WTO member-countries in their
reporting of STE’s. The “Understanding on Article XVII”
defines STE's as “governmental and non-governmental enter-
prises, including marketing boards, which have been granted
exclusive or special rights or privileges, including statutory

or constitutional powers, in the exercise of which they influ-
ence through their purchases or sales the level or direction of
imports or exports.”
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likely to be nuch greaer than if it contolled fewer, or none
Many STE impoters, for example contol both impots and
domestic maeets.An STE tha contols its domestic méet and
imports mg choose to prtect administexd domestic pces ly
discourging impots. Most STE impders either imparthe
commodities themseds or contact with pivate trades for
imports either diectly or through a tender system.

Policy regimerefers to the policies\ailable to or administexd
by an STE to contl the fow of impotts. In the pastrade poli
ciessud as quotas and oight bans vere the pimary policy
tools used toastict impotts. In todg’s post-UR evironment,
non-taiff restictions nmust be cowerted to taiffs, which will
become the pmcipal tools of the ide AO December 1996).
Domestic policiesange from suppy contiol and pocutement to
the maketing of impoted gods. Br mary STE impoters, mar
ket regime and polig tools ae insgarble.

The list of major STE impaters is headed ¥ Japan’s Food
Ageng/ and Indonesig’Badan Uusan Laistik (BULOG).
STE's in Indonesiajapan,the Reubic of South korea,and
Mexico—all countres whose gvemments contl impoits of
celtain impotant stgple commodities—ar among the Igest
enteprises th&can be lassed as STE imptrs. The major
STE'’s from thesedur countres—the Korean Ministy of
Agriculture and lBresty (MAF) and the Krean Livestod
Products Maketing Oganizaion (LPMO); Bpans Food
Agengy; Indonesias Badan Uasan Lajistik; and M&ico’s

Japan's Food Ag ency Heads the List of Impor t-Oriented STE's 1

Compania Nacional de Subsistenciapaes (COMSUPO)
—are govemment gencies or cqrorations.An exception among
the major STES is &panTobacco,ncomorated the second-
largest STE impder, which was ecenty privatized

Japan. Japan uses jixe suppoats supplementedybstiict border
measues to maintain incomef its ayricultural produces. Since
November 1995the FoodAgeng of Japans Ministry of
Agriculture, Foresty, and Fsheies (MAFF) has contiled pio-
duction,pricing, and maketing of domestic Wwea and ice, as
well as the impdegtion and picing of impoted lice and most
imported whed.

Japan eported to theNTO three STES—its FoodAgeng, Japan
Tobacco/nc., and theAgricultural and Lvesto& Corporation—
for a mnge of ayricultural products. dpans FoodAgeng was
the sole impder of iice, whea, and baley, and nev administes
Japans WTO maket access commitmentsrfthose poducts.
Imports of whea and whed products ly the FbodAgeng aver-
aged $1.14 billion fom 1993 though 1995; Waed imports
accounteddr ebout 77 pecent of domestic supplies—gianing
stoks, imports, and domestic mduction—>br this peiod.

From 1993 to 1995Japan’s rice impots accounteddr 10 per
cent of domestic supplies.i@rto the Ungugy Round a ban
limited Jpans total annal rice impots to 20,000-30,000 tons,
destined ér Okinava, although the MAFF puhased ice when
neededRice andice pioduct impots jumped temparily to 2.5

Average import U.S. market
Country SHIE Commodity value, 1993-95 share, 1993-95
$ million Percent

Japan Food Agency Wheat and intermediate products 1,145 56
Indonesia BULOG Wheat 608 3
Japan Japan Tobacco, Inc. Leaf tobacco 593 47
Japan Food Agency Rice and intermediate products 513 212
Korea3 Livestock Products

Marketing Org. Beef 432 48
Pakistan® Min. of Food, Agric.,

and Cooperatives Wheat 378 50
Indonesia BULOG Rice 350 2
Mexico CONASUPO Milk powder 329 25
Turkey Soil Products Assoc. Wheat 166 25
Tunisia Grain Board Wheat 164 85)
Morocco National Sugar

and Tea Office Raw sugar 125 0
Malaysia Padiberas Nasional Rice 121 <1

Berhad

1. STE importers with 1993-95 average annual imports in excess of $100 million. Some of these STE importers are from countries that reported no STE activity to the
WTO. 2. U.S. market share of Japan's rice imports under its WTO tariff-rate quota was 46 percent for 1995 and 1996. 3. The LPMO purchased 90 percent of Korea's
beef imports in 1993, 80 percent in 1994, and 70 percent in 1995. Private firms participated in the remaining beef imports under a Simultaneous Buy-Sell (SBS)
System. The private-sector (SBS) share of Korea's imports increased to 70 percent in 1997. 4. Pakistan opened imports of wheat to private traders in 1991. However,
government procurement and resale policies for domestically produced wheat continue to limit private trade.

Sources: Japan and Korea trade statistics; International Grains Council; Food and Agriculture Organization, United Nations; Foreign Agricultural Service, USDA.

Economic Research Service, USDA
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million tons in 1994yalued & $1.48 billion,due to a majorice
crop failure.

In the Uuguay Round Japan @reed to open itsce maket to
imports of 379,000 tons (4 peent of base-pe&rd consumption)
beginning in 1995. dpan’s minimum access commitment will
douHle by 2001,the end of the implemeritan peiod. Japan
also ngotiated a maximm mak-up of 292 ¥n per kilgram
(about $2,500 a ton)f rice impots sold in the domestic
market.

Japan also has WTO taiiff-rate quota ér whed of 5.65 million
tons in 1995which will rise to 5.74 million in 2001 .apan’s
maximum mak-up for whea imports of 53 yen per kilgram
(about $457 a ton)will fall to 45.2 n per kilgram (dbout
$390 a ton) in 2001adan also has arver-quota taiff for
whea of 65 yen per kilgram,which will fall to 55 yen per kile
gram in 2001The mak-ups eflect Jpans supparfor its
domestic ice and vinea produces. High mak-ups br whed
and ice ae encougging impotters to puchase mae highly
processed Wwed and ice pioducts sulc as pepared dough.

The FoodAgencg/ conducts gneal tendes for its lice impots as
well as tender under a Simitaneous Buy-Sell System (SBS)
which allows piivate firms to popose ice puchases thifit their
specifcations. Fom April 1996 thiough Mach 1997,SBS ice
imports accounted owlfor ebout 5 pecent (22,000 meit tons)
of Japan’s rice impots under its minimmm access commitment.

Registered ABpanese and intedional trading frms bid br whed
imports under tendsrconducted yothe FbodAgeng. The Food
Ageng confers with flour millers and other Wwed uses to
estdlish tender spediations. For impot quantities hove the
WTO taiiff-rate quotaprivate firms ae alloved to impot whed
directly. Over-quota whed impoits amounted to merthan 1.5
million tons in 1995pr 25 pecent of total vinea impotts, but
dropped to almostero in 1996 Whea flour millers also ag per
mitted to impot whea directly if they plan to &port the four.
On average, about 300,000 tons of ked flour has beenxgort-
ed anwally.

Japan’s Ministry of Agriculture, Forestr, and Fsheiies contols
the domestic m&eting and prcing of rice and wed. Jpans
rice gowers sell their ice to local gricultural coopeatives
which, in tum, maiket the ice to pefectual coopeatives.Two
official channels domirte ndional-level procurement—the Bod
Agengy, which procured @out 15 perent of domesticall pro-
duced ice in 1996,and two major assoctins of coopeatives.
About half the ice pioduced in dpan is maketed though these
two official channels.

The MAFF specigs the total quantity oige maketed to offi-
cial huyers in its anmal lice distibution plan and allod¢as que
tas to &imers thiough their local coopetives. mers who sell
rice outside the ditial maketing dannels rast ieport their
sales in adance to the MAFF

Korean Beef and Veal Production Lags
Domestic Demand
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Economic Research Service, USDA

Although &pan’s whed produces have the option of mdeting
their whed and baley privately, almost all domesticaflpro-
duced vhea is pucchased i the FPodAgeng. Local coopes
tives and consigned diters mg act as intanediay purchases.

Japans MAFF esthlishes poducer andesale pices br domes
tically produced ice and &r domestic and impted whed after
lengthy consultéions with other gvemment gencies and jor
ducer coopetives.

Korea.The South Krean gvemment deeloped its gricultural
policies to maximie self-suficiency and bster paity between
urban anddm incomes. Gdely maiketing of aricultural prod-
ucts is also an imptant objectie for Korea. Major diferences
between vorld prices and Krea’s domestic pces br agricultur-
al commodities hze led to contrls on impots to pevent po-
ducer pice dedines.

The Repubic of South Korea designad eight STES to impot
18 gyricultural products intuding fice, unhulled baey, beans,
buckwhea, red p@per ginger, ground ruts, onions,potaoes,
sesame seedod-use sgbeanspranges,beef garic, naural
honey, raw silk, ginseng and pine nts. Havever, as Korea has
liberalized trade in celain commoditiesit also has bgun to
allow private firms to impot those commodities.df example
in 1995,the Cheju Citus Coopeative was designad as the
importer for almost all impas under Kreas WTO minimum
access commitment oreh oanges. On dly 1,1997,the
Korean maket for fresh oanges was libenlized, allowing pii-
vate firms geder oppotunities to impor fresh oanges.

Access to Kreas beef méet is sbeduled or total libenliza-
tion by 2001. Pior to 1991 the Livesto& Products Maketing
Organizaion contolled all beef impds as a means of suppor
ing domestic citle piices. In bilgeral negotiations with the US.
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and other major &ding patmers, the Korean gvemment greed
in the ealy 19905 to allav some pivate-sector pdicipation in
beef impots. The Korean gvemment does not pcure domestic
beef or diectly contiol the maketing of domesticaji produced
beef While Koreas impot policy has maintained domestic beg
prices @ more than doule world price levels, it has not helped
domestic poduction lkeep pace with demand

Korea’s impots of beef ande&al gew from zro in 1987 to an
average of 42 pecent of domestic suppliesofm 1993 to 1995.
In a 1993 Recal of Undestanding (®U) between korea and
the US., the Korean gvemment set aifial dae for liberaliza
tion of its quantitdve and institutional baiers to impots, which
was incoporated into itsWTO commitments. In the Uguay
Round Korea @reed to contine inceasing beef impes, while
reducing beef impaotaiiffs.

The 1993 and eber ROU’s also equired tha the LPMO allov
industies to paticipate in impoting through a Simltaneous
Buy-Sell Systemwhich allons selected industrgroups to
contract directly with foreign selles for the cuts of beef desid,
rather than lg anorymous bidling thiough the LPMOFor 1997,
the LPMO will impot 50 pecent of Koreas WTO beef mini
mum access commitmenthile private-sector goups will par
ticipate in SBS impds of 50 pecent of the beef miniom
access commitmenthe pivate goups intude beef poduces;
cold stoege firms; tourst, hotel and estauant supplies; and the
med industly assocition. SBS impats will increase to 70 per
cent in 2000After 2000,the LPMO will no longr contol
imports of beefand pivate sector impders will have complete
autonony to impot, and to maket impoted poducts.

Access to ldrea’s rice maket is pogressing mich moe slavly.
The Korean gvemment gve the Ministy of Agriculture and
Foresty the clusive right to contol impotts of iice because of
its impottance as a gtde ciop. The MAF huys lover quality ice
from famers & high pices and eleases ittdower piices,
although theest of the domestiéae maket is elatively free of
govemment contl. The MAF piocured 30 pecent of Korean
rice poduction fom 1993 though 1995The emaining 70 per
cent of theice pioduced in Krea was sold on the open nkat.
MAF procuement €ll to nealy 23 pecent of Korean ice pio-
duction in 1996.

Korea frst opened itsice maket to impots in 1995 under its
WTO maket access commitmenishen it puchased ice equal
to 1 pecent (or dout 51,000 meir tons) of its base ped
(1986-88) domestic consumptionoi€a’s minimum access com
mitment br rice will rise to 4 pesent in 2004.

Koreas rice impots in 1996 vere valued & more than $50 mil
lion. In lettes to theWTO, the MAF is design&d as the sole
importer of iice under Kreas WTO commitment to open its
rice maket. The MAF decides h@ much rice to impot, sched
ules tendes for rice impots, and gneally bases imparpur
chases on jice alone Chief supplies of iice were India and
China in 1995China in 1996and China andhailand in 1997.

Economic Characteristics of Major STE Importers

¢ Country/STE Owners
South Korea
Ministry of Agriculture and Forestry (MAF) Government
Livestock Products Marketing @r(LPMO) Government
Japan
Food Agency (B) Government
Indonesia
Badan Urusan Logistik (BULOG) Government

corporation

Mexico
CONASUPO Government

*Beef and veal.

Indonesia.Indonesia eported Badan Wrsan Lgjistik to the
WTO as an STE in 1995..LB.OG was esthlished as a gvem-
ment coporation in 1967 to stailize gyricultural commodity
prices & the poducer and consumelvkds. To cary out its pice
stabilization responsibilitiesBULOG is authoized to impot,
export, and mange sto&s, to procure domestic grduction,and
to engge in maketing of domesticayl produced and impted
agricultural commodities. BLOG's actvities ae financed
through Indonesian gt banks ecommecial intelest etes.

BULOG uses gdce and pocurement policies to suppoproduc
ers and maintain &brdable consumer pces Pr rice. BULOG
does not hee a monopagl in the domesticice maket, and po-
cures ony about 3 pecent of domesticice production.
However, BULOG owns gain stoege facilities which it uses to
hold a néonal rice reseve for emegenciesand huffer sto&s to
stabilize rice pices betveen and within gas. BULOG esté-
lishes ice piices br sales $ farm coopeatives and etail pices.
In years of xcess suppliesndonesia hasx@orted iice.

Indonesia ppduces no Wed, but impoted an gerage of 3.3
million tons betveen 1993 and 1995& OG is the &clusive
importer of whed, and contols the distibution of impoted
whea. Domestic four millers act as gents br BULOG to
import whed and four.
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Product regime Market r egime

Import share of
domestic supplies

Policy regime (1993-95 average)

Rice MAF controls domestic procurement

(30 percent of production) and all imports

Beef LPMO controls imports of beef under mini-
mum-access commitments, but has allowed
private firms from specified industries to
participate in imports through a
Simultaneous Buy-Sell system; no control
of domestic marketing

Rice, wheat FA controls imports of all rice and of wheat
within the tarif-rate quota; R controls

some domestic rice and wheat procurement

Rice, sugarwheat,
soybeans, floymarlic

BULOG controls imports of rice, wheat, soy-
beans, and refined sugar; procures rice for
government reserves and controls the distrib-
ution of imported wheat, soybeans, rice, and
refined sugar

Milk powder CONASUPO procures domestically pro-

duced corn, beans, milk for sales to low-
income consumerandimports milk powder

The domesticlbur maket also is highl contiolled by BULOG,
which detemines the allod#on of whed to eat mill and licens
es four distibutors. The mills eceive a pocessingde br the
whead. Impott, mill, and etail pices ae estalished ly BULOG.
BULOG’s monopoy fosteed and suppted the gowth of one
large flour milling compan. This firm had a monopglon flour
milling until 1997. In 1997 and 1998&)ree smaller mills will
begin opesting.

BULOG is the &clusive impoter of refined sugr, but in a con
cession to pvate impoters, the Indonesianayemment
announced onuly 7,1997 tha private firms with su@r refining
cgpacity could imparraw sugarcane and swg beets. Licensed
agents conduct BLOG's impots and a& paid a commissiorof
their purchases. Fom 1993 to 19953ULOG impotted an ser-
age of 311,000 tons ofw and efined sugr anmally.

BULOG also puchases mch of the domesticall produced
sugar and has considable contol of its distibution thiough the
Associdion of Indonesian Swg and Flour Distbutors. Ony
associdon membes mg obtain sugr supplies f'om BULOG.

BULOG also is the sole impir of sybeanswhich ae used
exclusively for food useln 1996 following the ¢osing of the
only soybean cushing &cility, the impotation of sgybean meal,

Percent
WTO minimum-access commitment for 1
imports; domestic price support through a
procurement price; and domestic supply controls
WTO minimum-access commitment for imports 42*
Rice WTO minimum-access commitment for 10
imports; domestic supply control; government-set
producer and retail prices; government procures
15 percent of domestic production
Wheat tariff quota for imports; government-set 7
producer and retail prices; government procures
almost all domestic production
WTO minimum-access commitment for rice; Rice: 5
BULOG sets producer and retail prices for rice Wheat: 92
and wheat
WTO and NAFM tariff-rate quotas 17

primarily for poultly feed was completgl opened to pvate
trades.

In the Uugugy Round Indonesia greed to impara minimum

of 70,000 tons ofice anmally. Indonesias rice impots aver-
aged 1.27 million tons anrally from 1993 to 199%lthough
anrual impots varied widely duiing tha peiiod. Impotts in 1993
of 24,000 tons cordist shasly with 1995 impots of 3.15 mi
lion tons. Indonesia has no impdaiffs on whed, soybeans,
and sugr, although sugr is subject to a 10-p=ent \alue-

added tax.

Mexico. Prior to the lae 19805, Mexican ayricultural policy
sought to suppoifamrm piices and incomes and to gaatee con
sumes an accessli reasonbly priced food supp). To adieve
these objecties,the Meican govemment subsidied aricultural
produces and consumsrthiough diect govemment intevention
at every link in the maketing dhain—pioduction,storage, mar
keting and distibution of aricultural commoditiesand
processeddod Among the cedions of M&ico’s suppar system
was its dief agricultural coiporation, the Compania Nacional de
Subsistenciasdpulaes,estdlished in Mach 1965.

In the lae 19805 Mexico bagan to deaease its domestic suppor
programs and consumer subsidiesésponse to arxeemal det
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China’s Import STE’s

The \alue of STE impds by the Reoples Repubic of
China,which is seeking accession to METO, likely
edipses thaof all STES in curentWTO member counigs.
China equested membsmip in theWTO in 1986 ,but acces
sion n@otiations were not completed in timeof China to
become adunding member of th&/ TO. WTO membes
have expressed concarabout the lak of transpaengy in
Chinas trade egime, including its disciminatory impott
licensing pocedues,import substitution policiesand stée
trading Chinas STES—the China Ni#onal Ceeals,Oil and
Foodstufs Impott and Expaor Comporation (COFCO),and
the China N#onal Textiles Impot and Expotr Comporation
(Chingex)—dominae ayricultural trade of major tains and
cotton,but compete with other sxowvned enteprises
(SOES) for impotts of \egetable oils, sugar, and ice. SOES
also handle &de in vool.

China's A verage Annual Agricultural Impor ts by STE's,
1993-95

State trading enterprise Commodity Value

$ million

COFCO Wheat 1,268
COFCO and Other SOE's Vegetable oils 1,140
Chinatex Cotton 758
China National Maize Corn 272*
COFCO and Other SOE's Rice 203
Total 3,641

*Most of China's 1993-95 corn imports were in 1995.
Economic Research Service, USDA

Sudada Langlg (202) 694-5227
slangley@econ.g.gov

crisis, peso dprecidion, and high domestic ifdtion. Today,
CONASUPO no longr intevenes in all aspects of Miean
agricultural production and mé&eting but contirues to puthase
domesticaly produced cam, edide beansand aw milk for its
subsidizd sales of sfde food commaodities.

Prior to implementtion of the Noth American FeeTrade
Agreement (PAFTA) in 1994, CONASUPO was the sole
importer of milk pavder Based on its histmal role as &clu-
sive impoter, CONASUPO eceved all of the licenseof
imports of milk pavder under MFTA andWTO taiiff quotas.
As a esult, CONASUPO contimes to act as sole imger of
powdered milk.

The anmwial value of Me&ico’s nonét dry milk and whole milk
powder impots averaged $317.5 million fom 1993 though
1995 and epresented laout 35 pecent of world trade in nordt
dry milk. Mexico would have needed to pduce 20 peent
more raw milk from 1993 to 1995 taeplace milk pavder
imports. CONASUPO diects 60 perent of milk pevder impots

to its afiliate, LICONSA (Lede Industializada Conasupo,
S.A)), for subsidied milk sales to M-income amilies.
CONASUPO thenesells to prvate piocessas 30-40 pearent
of the milk pavder which it has impated

Under NAFTA, Mexico alloved duty-fee accessof up to
40,000 tons of s milk powvder in 1994and this access
increases Y 3 pecent annally through 2008The maxinum
over-quota taiff for U.S. milk powder under RFTA was
$1,160 per ton or 139 pmntad \aloremin 1994,but will
dedine to zro in 2008.

Mexico’'s WTO taiff-quota sbedule gants duty-fee accessof
40,000 tons of &. milk povder and 80,000 tons of impery
counties other than the 8. Taiiff-rate quota leels ae fixed
through 2004. In 1993Vlexico impoted 134,646 tons of milk
powder, or 15,000 tons merthan its totaWTO quota. Havever,
the US. supplied on}t 34,000 tons—6,000 less than theSU
quota.

On 1ly 2,1997,Mexico announced a small and early mont
tored eception to COMSUPO's monopaoy on milk pavder
imports—piivate firms in the povince of Quintana Roo (the
Yucdan Reninsula) and along the Gaanalan bader could
apply for licenses to imp®r2,914 metic tons of milk pavder in
1997 under th&/TO duty-free taiff-rate quota ér “Other coun
tries? CONASUPO would contirue as the sole impi@r under
the US. taiiff-rate quota (40,000 tons) and theaining 77,086
tons of theWTO “Other county” taiiff-rate quotaThe Meican
govemment announcement alsequired tha the impoting pri-
vate firms not eship milk pevder impoted under the quota to
other pats of Mexico. Pivate hotelsyestauants and other pr
vate husinesses in the desidad aeas lilely had been impdng
small amounts of milk peder in yeass piior to the ecent
announcement.

Despite signitant oppotunities br U.S. and other milk pader
exporters, CONASUPOS contol of povder impots raises con
cems dout the stsfaction of pulic sector and pvate sector
demand ér milk povder If CONASUPO dooses toeaduce its
imports of milk pavder for subsidied sales to le-income con
sumes, will CONASUPO contime to impot adequée quanti
ties of milk pavder to be Hle to sell to commeial uses?

Future directions br STE impoters. The STE impaers
descibed in this aticle, all govemment coporations or ecenty
privatized companiediave used their statory authoities to
influence or contl impotts. Their ndaional govemments hae
committed to incease accessifimpoted commodities in the
Urugug Round and & testing inagased pvate sector pdici-
paion in the n&v maket oppotunities.

Korea,for example has committed to tarover impots of beef
to the pivate sector in 2001. Indonesia opened éds sugr
imports to the pivate sector this summer and ynforsale some
of BULOG’s monopoy rents fom whed, soybeansand efined
sugar impots in oder to open impas of those commaodities to
private tade However, for counties where an STE impdr
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Tobacco & Liquor Import Monopolies

A number of countes eported to theWTO tha they or their
staes/povinces maintain monopolies on the impof liquor
and tobacco. In some cast®e monopolies ere estalished
to suppor domestic poduces. In othes, protection of pubc
health and theifiancing of pubc sewices sub as health
car ae impotant objecties of ndonal and st impot
monopolies. Br example the everues @mered by
Colombias degartmental liquor monopoliesrfance local
health serices and educ@n.

The lagest tobacco monoppkeported to theNTO is Bpan
Tobacco Incaorated (JTI),a recenty privatized coporation,
which was esthlished to pomote the sound gelopment of
the tobacco industrin Japan. Other pvate firms also mg
import leaf tobaccobut since JTI is the sole @dgette man-
factuer, those impaters would have to sell to JTIdr pro-
cessingthus dving JTI an effective monopa.

JTIl impotts leaf tobacco and pecesses it into cagettes and
other tobacco mducts. JTI also cordcts with domestic
tobacco gowers for purchases of domesticglproduced
tobacco. JTI sets theipe and the quantity allottedif eat
tobacco gower. JTI's impots of leaf tobaccoweraged $613
million anrually from 1993 to 1995. Other couies tha
reported tobacco monopolieseatceland Morocco,and
Thailand

Liguor monopolies contd impotts of distilled liquos, wine,
and beer toaise mong for naional treasuies and to prtect
pubic health. May counties eported to theNTO tha they
or their povincial authoities contol liquor impots and
regulae the distibution of domestic and imptad liquos.
Reporting counties induded CanadaZolombia,lceland
andTurkey.

monopol has accommodiad objecties of domestic jre sup
port and has complemented domestic keacontol, the open
ing of impots to pivate trades will likely come moe slavly.

Of interest will be the contining ole of STES in administang
counties’ import regimes,patticularly for steple aricultural
commodities. Mdet liberliztion has not been easyrflpan
and Korea,but their STES hare cushioned the impacts of rkeft
openings i stoling impotted fice. Japan has alsoxported a
limited amount of impded iice as 6od aid to deeloping coun
tries. BJLOG likely will remain the sole imptar of iice in
Indonesia due to theogemments intelest in contolling rice
supplies.

OtherWTO member counigs—sut as Indiaa major consumer
of whed, rice, and \egetable oil—also d©xampion the condl of
agricultural makets ly STE's. Indias Food Coporation and
other STES contirue to monopolie Indias spoadic impots of
steple commodities.

WTO laws require tha the non-taff restictions maintained
import monopolies be caerted to taiffs. Stde trading pactices
will become inceasingy impottant as counies with centally
planned economies or couls thd are in the pocess of pra
tizing their aricultural production and meting gply for
membeships in thaNTO.
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